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Small and Medium Enterprises (SMEs) play a very significant role in the economy in 
terms of balanced and sustainable growth, employment generation, development of 
entrepreneurial skills and contribution to export earnings. However, despite their 
importance to the economy, most SMEs are not able to stand up to the challenges of 
globalization, mainly because of difficulties in securing financing for their development. 
The difficulties faced by SMEs in assessing financial support are said to be contributed to 
their high risk profiles. SMEs are regarded as risky enterprises by the financial institution 
for a number of reasons. On that score, this study sets out to assess the trend as well as 
the impact of SME financing, along with other independent variables, on the profitability 
of 12 Conventional and 12 Islamic banks in Malaysia from the period of 2004 to 2017. 
Two dependent variables, Return on Asset (ROA) and Net Interest Margin (NIM) are 
selected as proxies for bank profitability. All the variables are then regressed using panel 
data of Random Effects (RE) and Fixed Effects (FE) models with robust standard en-ors. 
The regression result shows that while SME financing have a significant but negative 
impact on Conventional banks' profitability, it has an insignificant and negative impact 
on Islamic banks' profitability. 
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Abstrak 
Perusahaan Kecil and Sederhana (PKS) memainkan peranan yang penting dalam 
ekonomi di segi pertumbuhan yang mampan dan seimbang, penyediaan peluang 
pekerjaan, pembangunan kemahiran keusahawanan dan sumbangan dalam pendapatan 
export. Waiau pun mereka merupakan penyumbang penting kepada kemajuan ekonomi, 
industri PKS ini tidak berupaya untuk berhadapan dengan cabaran globalisasi disebabkan 
oleh kesukaran untuk mendapatkan pembiayaan untuk mengembangkan pemiagaan 
mereka. Kesukaran untuk mendapatkan pembiayaan ini disebabkan oleh profil risiko 
mercka yang tinggi. Industri PKS dianggap industri yang berisiko tinggi yang 
menyebabkan institusi kewangan seperti bank agak keberatan untuk memberikan 
sokongan kewangan kepada industri ini. Justeru itu kajian ini dijalankan untuk 
mengetahui pola pembiayaan PKS serta kesan pembiayaan PKS, bersama dengan 
pembolehubah-pembolehubah bebas yang lain, keatas tahap keuntungan 12 bank-bank 
konvensional dan 12 bank-bank Islam dari tahun 2004 hingga 2017. Dua pembolehubah 
bebas, Pulangan keatas Asel (ROA) dan Kadar Faedah Bersih/Kadar Untung Bersih 
(NIM/NPM) dipilih sebagai proksi kepada keuntungan bank. Semua pembolehubah­ 
pembolehubah ini diregresi menggunakan data panel melalui model REM and FEM. 
Analisa regresi daripada kajian ini menunjukkan bahawa pembiayaan kepada industri 
PKS mempunyai kesan yang besar tetapi negatif kepada paras keuntungan bank-bank 
konvensional manakala bagi bank-bank Islam ia meninggalkan kesan yang kecil tetapi 
negatif. 
Kata Kunci: PKS, Bank konvensional, Bank Islam, Keuntungan, ROA, NIM 
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1.1 Background of Study 
Small and Medium Enterprises (SMEs) have contribute enormously to the 
economic growth of many countries including Malaysia. In both developed and 
developing countries, the SME sector plays a fundamental role in promoting economic 
prosperity through its significant contribution to income creation, absorption of labor and 
alleviation of poverty. SMEs also contributed to the balanced and sustainable growth, 
employment generation, development of entrepreneurial skills and contribution to export 
earnings (Shahchera & Taheri, 2016). 
The growth of Small and Medium Enterprise (SME) can be enhanced by having 
easier access to financing. In the last few decades, a comprehensive financing ecosystem 
has been put in place to provide diversified funding options for SMEs from both public 
and private institutions. Financial institutions such as banks provide the bulk of funding 
to SMEs, accounting for about 97% of total SME lending. Bank lending to SMEs is 
complemented by Bank Negara Malaysia, other government funding agencies and 
development financial institutions in the form of schemes and programs. Current 
financial and non-financial options cover a wide variety of options for every stage of 
SME business cycle, including for startups and grants for export from public and private 
institutions. 
Despite their important contribution to exports, employment and economic 
growth, there are many challenges and barriers facing SMEs in Malaysia and for that 
matter in other countries. One of the major barriers is the access to financing from the 
1 
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1 .  Description 
. xtsum roa nim ta exp sme pat tl npl 
Variable Mean Std. Dev. Min Max I Observations 
- - - - - - - - - - - - - - - - - + - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - + - - - - - - - - - - - - - - - -  
roa overall 1.222278 1:10084 - . 7 9  1 1 . 1 3  N  158 
between .3157688 .8446154 1 . 7 3 4 2 8 6  n  12 
within 1 . 0 5 7 8 5 9  - . 4 3 6 0 5 4 9  1 0 . 7 0 8 4 3  T-bar 13 .1667 
nim overall 2 .087707  . 5 6 3 5 5 4 3  . 8 3  7 . 0 5  N  157 
between . 3 2 1 4 1 6 5  1 . 4 6 7 2 7 3  2 . 8 2 5 7 1 4  n  12 
within . 4743499  1 . 2 7 9 5 2 5  6 . 8 6 9 2 4 6  T-bar 1 3 . 0 8 3 3  
ta overall 1 . 0 7 e + 0 9  l . 0 3 e + 0 8  7949599 S . l O e + O B  N  158 
between 9 . 9 4 e + 0 7  3 .34e+07 3 . 5 9 e + 0 8  n  12 
within 4 . 7 3 e + 0 7  -3 .32e+07 2 .57e+OB T-bar 1 3 . 1 6 6 7  
� 
exp overall 1341448 1142746 282823 5880703 N 158 
between 1127760 4 4 7 9 8 5 . 9  4231294 n 12 
within 4 8 2 0 3 3 . 3  - 8 1 6 9 5 7 .  7  2990857 T-bar 1 3 . 1 6 6 7  
sme overall l.15e+07 l . 3 l e + 0 7  408123 6 . 3 7 e + 0 7  N  158 
between l .19e+07  5 8 8 5 9 7 . 6  3 . 7 4 e + 0 7  n  12 
within 7132990 - l . 4 5 e + 0 7  4 . 0 4 e + 0 7  T-bar 1 3 . 1 6 6 7  
pat overall 1213247 1294862 -331165 6422644 N 158 
between 1171607 3 1 5 8 0 0 . 4  3994662 n 12 
within 7 1 7 1 6 9 . 5  -3112580 3641229 T-bar 1 3 . 1 6 6 7  
tl overall 6.53e+07 6.06e+07 1.3Be+07 3 .00e+OB  N  158 
between S .32e+07 2.14e+07 l.79e+08 n = 12 
within 3.50e+07 - B . 4 3 e + 0 7  l . 8 6 e + O B  T-bar 13.1667  
npl overall 2 . 3 0 7 3 4 2  1 .942921 . 4 4  1 3 . 7 5  N  158 
between 1 . 0 7 9 0 5 9  . 8715385  4 . 5 6 6 1 5 4  n  12 
within 1 . 6 4 4 6 8 4  - . 4 7 8 8 1 2 1  1 1 . 4 9 1 1 9  T-bar 1 3 . 1 6 6 7  
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2 .  Correlation 
. car eta expat lsme tlta cnpl gdp blr cpi 
eta expat lsme tlta cnpl gdp blr cpi 
r: 
- - - - - - - - - - - - - + - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -  
eta 1.0000 
expat - 0 . 0 2 3 4  1.0000 
lsme 0.0582 - 0 . 0 8 8 8  1.0000 
tlta -0 .1514 - 0 . 0 2 1 8  0.0541 1 . 0 0 0 0  
cnpl - 0 . 0 4 3 7  0 . 0 9 4 0  0.0251 0.2956 1 .0000 
gdp - 0 . 0 0 2 0  0 . 0 3 4 0  0 .  0298 0 . 0 5 3 2  0 . 1 6 2 6  1 , 0 0 0 0  
blr 0 . 0 0 2 0  0 . 0 9 3 7  0 .  1692 0 . 0 3 3 4  - 0 . 0 6 7 6  0 . 5 7 0 6  1 . 0 0 0 0  
cpi - 0 . 0 3 9 2  -0 .0224  - 0 . 0 1 0 5  0 .0124 - 0 . 1 7 7 8  0 . 3 8 7 4  0 . 5 2 6 4  1 . 0 0 0 0  
3 .  Regression for ROA Model 
. reg roa eta expat lsme tlta cnpl gdp blr cpi 
- 
Source I SS df MS Number of obs 
F ( B ,  137) 





1 1 7 . 6 9  
0 . 0 0 0 0  
0 . 8 7 3 0  
0 . 8 6 5 6  
. 4 1 2 6 1  
- - - - - - - - - - - - - + - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -  
Model I 1 6 0 . 2 9 5 0 7 6  8  20 .0368845  
Residual I 2 3 .  3241934 137 . 1 7 0 2 4 9 5 8 7  
- - - - - - - - - - - - - + - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -  
Total I 1 8 3 . 6 1 9 2 6 9  145 1 . 2 6 6 3 3 9 7 9  
roa I coef. Std. Err. t P > l t l  [95% Conf. Interval] 
- - - - - - - - - - - - - + - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -  
eta - . 0 2 9 2 7 7 3  .046362 - 0 . 6 3  0 .  529 - . 1 2 0 9 5 4 9  .0624003 
expat - . 0 1 0 4 2 3 1  .0037308 - 2 . 7 9  0 . 0 0 6  - . 0 1 7 8 0 0 4  - . 0 0 3 0 4 5 7  
lsme - .0722309  .0310476 - 2 . 3 3  0 . 0 2 1  - . 1 3 3 6 2 5 4  - .0108363 
tlta 1 . 3 7 2 4 9 3  .0496226 2 7 . 6 6  0 . 0 0 0  1 .274367 1.470618 
cnpl .2347291 .0896136 2 . 6 2  0 . 0 1 0  .0575244 .4119338 
gdp - . 0 0 1 8 5 6 3  .0210242 - 0 . 0 9  0 . 9 3 0  - . 0 4 3 4 3 0 2  .0397177 
blr .0647104 .1359704 0 . 4 8  0 . 6 3 5  - . 2 0 4 1 6 1 6  .3335825 
cpi .0347113 .0345731 1 . 0 0  0 . 3 1 7  - . 0 3 3 6 5 4 6  .1030773 
,- cons .9416983  .8378371 1 .  12 0 . 2 6 3  - . 7 1 5 0 6 6 9  2 . 5 9 8 4 6 3  
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-� 
4 .  Variation Inflation Factor 
.- 
. vif 
Variable VIF 1/VIF 
- - - - - - - - - - - - - + - - - - - - - - - - - - - - - - - - - - - -  
blr 1 . 9 2  0 . 5 1 9 9 0 3  
gdp 1 .  64 0 . 6 0 8 4 7 0  
cpi 1 .  so 0 . 6 6 7 6 7 2  
cnpl 1 . 2 4  0 . 8 0 3 3 1 0  
tlta 1 . 1 3  0 . 8 8 2 6 7 2  
lsme 1 .  07 0 . 9 3 2 7 9 7  
expat 1 .  05 0 .  956929 
eta 1 .  03 0 . 9 7 0 1 4 0  
- - - - - - - - - - - - - + - - - - - - - - - - - - - - - - - - - - - -  
Mean VIF I 1 . 3 2  
.  xttestO 
Breusch and Pagan Lagrangian multiplier test for random effects 
roa(code,t] = Xb + u[codeJ + e[code,t)  
Estimated results: 
Var sd = sqrt(Var) 





. 1 0 1 2 9 9 6  






Test: Var(u) 0 
chibar2 ( o 1) 
P r o b >  chibar2 
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1 1 7 . 2 2  
0 . 0 0 0 0  
5 .  Hausman Test 
. hausrnan fe 






S . E .  
- - - - - - - - - - - - - + - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -  
eta - . 0 1 9 7 6 4 7  - . 0 1 9 3 8 8 2  - . 0 0 0 3 7 6 5  . 0 0 4 7 1 5 8  
expat - . 0046119 - . 0 0 5 0 3 8 9  . 0004269  .0003672 
lsme - . 1 8 5 4 5 8 9  - . 1 2 6 2 5 3 1  - . 0 5 9 2 0 5 8  . 0 5 0 9 3 8 8  
tlta 1 . 4 3 9 1 6 2  1 . 4 3 2 6 2 2  . 0065398  . 0 0 5 3 9 7 4  
cnpl . 1 9 1 0 1 6 7  . 1 8 7 6 1 8 5  .0033982 .0103966 
gdp - . 0 0 2 4 0 4 5  - . 0 0 0 5 1 4 9  - . 0 0 1 8 8 9 6  . 0 0 2 4 0 0 6  
cpi . 0 2 4 4 4 3 3  . 0 2 9 6 9 3 6  - . 0 0 5 2 5 0 4  . 0051282 
blr . 1198778  . 0758217 .0440561 .0416255 
b = consistent under Ho and Ha; obtained from xtreg 
B = inconsistent under Ha, efficient under Ho; obtained from xtreg 
Test: Ho: difference in coefficients not systematic 
chi2(8) 
Prob>chi2 
( b - B ) '  I  (V_b-V_B) A ( - 1 ) )  (b-B) 
4 . 0 8  
0 . 8 4 9 5  
6 .  Heteroscedacity Test 
. xttest3 
Modified Wald test for groupwise heteroskedasticity 
in fixed effect regression model 
chi2 ( 1 2 )  1 6 9 9 . 4 6  
Prob>chi2 0 . 0 0 0 0  
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7 .  Autocorrelation Test 
. xtserial eta expat lsme tlta cnpl gdp cpi blr 
Wooldridge test for autocorrelation in panel data 
HO:  no first-order autocorrelation 
F (  1 ,  11 )  
P r o b >  F  
2 3 9 9 . 5 4 9  
0 . 0 0 0 0  
8 .  Regression for ROA model with robust standard errors 





0 . 9 2 4 2  
0 . 3 8 3 3  
0 . 8 6 7 7  
O  (assumed) 
�umber of obs 146 
Number of groups 12 
Obs per group: min 10 
avg 1 2 . 2  
max 13 
Wald chi2 ( 8 )  2 2 4 7 . 5 7  
Prob > chi2 0 . 0 0 0 0  
(Std. Err. adjusted for 12 clusters in code) 
Random-effects GLS regression 
Group variable: code 
I Robust 
roa I Coef. Std. Err. z  P > l z l  ( 9 5 %  Conf. Interval] 
- - - - - - - - - - - - - + - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -  
eta - . 0 1 9 3 8 8 2  .0185935  - 1 . 0 4  0 . 2 9 7  - . 0 5 5 8 3 0 7  .0170543 
expat - . 0 0 5 0 3 8 9  .0015722 - 3 . 2 1  0 . 0 0 1  - . 0 0 8 1 2 0 2  - . 0 0 1 9 5 7 5  
.� lsme - . 1 2 6 2 5 3 1  .0628141  - 2 . 0 1  0 . 0 4 4  - . 2 4 9 3 6 6 4  - . 0 0 3 1 3 9 8  
tlta 1 . 4 3 2 6 2 2  .1694156 8 . 4 6  0 . 0 0 0  1 . 1 0 0 5 7 3  1 . 7 6 4 6 7  
cnpl . 1876185  .1352245 1 . 3 9  0 .  165 - . 0 7 7 4 1 6 7  .4526537  
gdp - . 0 0 0 5 1 4 9  .0213469 - 0 . 0 2  0 . 9 8 1  - . 0 4 2 3 5 4 1  .0413243 
cpi . 0 2 9 6 9 3 6  .0148521 2 . 0 0  0 . 0 4 6  . 0 0 0 5 8 4 2  .  0588031 
blr . 0 7 5 8 2 1 7  .1214962  0 . 6 2  0 . 5 3 3  - . 1 6 2 3 0 6 5  . 3 1 3 9 4 9 9  
- 
cons 1 . 6 7 4 3 7 2  1 . 1 8 7 6 1  1 . 4 1  0 . 1 5 9  - . 6 5 3 3 0 1  4 . 0 0 2 0 4 5  






.47858107  (fraction of variance due to u i) 
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9 .  Regression for NIM Model 
. reg nim eta expat lsme tlta cnpl gdp blr cpi 
Source I SS df MS Number of obs 
F ( B ,  137 )  





4 . 0 6  
0 . 0 0 0 2  
0 . 1 9 1 7  
0 . 1 4 4 5  
. 5 3 9 2  
- - - - - - - - - - - - - + - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -  
Model I 9 . 4 4 7 9 4 4 2 9  s  1 . 1 8 0 9 9 3 0 4  
Residual I 3 9 . 8 3 1 2 5 6 4  137 . 2 9 0 7 3 9 0 9 7  
- - - - - - - - - - - - - + - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -  
Total ] 4 9 . 2 7 9 2 0 0 6  145 . 3 3 9 8 5 6 5 5 6  
- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -  
nim I Coef. Std. Err. t P > l t l  [95% Conf. Interval] 
- - - - - - - - - - - - - + - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -  
eta . 0 0 3 4 6 6 6  .0605858  0 . 0 6  0 . 9 5 4  - . 1 1 6 3 3 7 5  .1232708 
expat . 0005553  . 0048754  0 . 1 1  0 . 9 0 9  - . 0 0 9 0 8 5 5  .0101961  
lsme - . 1 7 1 4 1 3 1  .040573 - 4 . 2 2  0 . 0 0 0  - . 2 5 1 6 4 3 4  -  .  0911828 
tlta - . 0 0 7 0 2 0 2  .0648468  - 0 . 1 1  0 . 9 1 4  - . 1 3 5 2 5 0 2  .1212098  
cnpl .0630075 .1171069 0 . 5 4  0 . 5 9 1  - . 1 6 8 5 6 3 4  .2945783 
gdp . 0 4 2 3 8 3 7  .0274744 1 . 5 4  0 . 1 2 5  - . 0 1 1 9 4 5  .0967125  
blr - . 4 6 4 0 3 9 8  .1776859 - 2 . 6 1  0 . 0 1 0  - . 8 1 5 4 0 1 4  - . 1 1 2 6 7 8 1  
cpi . 0 3 0 0 6 8 3  .0451801 0 . 6 7  0 . 5 0 7  - . 0 5 9 2 7 2 1  . 1 1 9 4 0 8 8  
cons 7 . 5 1 5 4 1 1  1 . 0 9 4 8 8 4  6 . 8 6  0 . 0 0 0  5 . 3 5 0 3 5 3  9 . 6 8 0 4 7  
.  xttestO 
Breusch and Pagan Lagrangian multiplier test for random effects 
nim {code, t] Xb + u[code] + e[code,t]  
Estimated results: 
Var sd = sqrt(Var) 










Test: Var(u) 0 
chibar2 ( o 1) 
P r o b >  chibar2 
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2 6 . 1 8  
0 . 0 0 0 0  ·  
.- 1 0 .  H a u s m a n  Test 
. hausman fe 






S . E .  
- - - - - - - - - - - - - + - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -  
eta - . 0 1 9 8 0 5 1  - . 0 1 4 7 8 2 5  - . 0 0 5 0 2 2 6  . 0 1 1 6 2 9 6  
expat . 0021088  .0019358 . 0 0 0 1 7 3  . 0 0 0 9 2 2 5  
lsme - . 2 3 6 3 2 7 2  - . 1 9 1 3 0 3  - . 0 4 5 0 2 4 2  . 0 9 0 5 1 2 6  
tlta - . 0 0 2 9 0 7 3  - . 0 0 3 1 7 4  . 0 0 0 2 6 6 7  .  0 1 3 2 1 3 9  
cnpl . 0210271 . 0 2 2 4 0 9 7  - . 0 0 1 3 8 2 5  . 0 2 3 5 7 9 1  
gdp . 0 4 2 8 5 0 2  . 0 4 4 1 0 1 3  - . 0 0 1 2 5 1 1  . 0 0 5 3 7 7 2  
cpi . 0 1 6 6 7 1 3  . 0 2 1 9 4 6 8  - . 0 0 5 2 7 5 6  . 0105904 
blr - . 4 2 0 9 4 3 5  - . 4 5 5 8 3 3 1  . 0 3 4 8 8 9 6  . 0 7 6 8 9 5  
b  = consistent under Ho and Ha; obtained from xtreg 
B inconsistent under Ha, efficient under Ho; obtained from xtreg 
Test: Ho: difference in coefficients not systematic 
c h i 2 ( 8 )  
Prob>chi2 
l b - B l '  [  (V_b-V_B) • ( - 1 ) ]  lb-Bl 
0 . 5 7  
0 . 9 9 9 8  
1 1 .  Heteroscedacity Test 
. xttest3 
Modified Wald test for groupwise heteroskedasticity in fixed effect regression 
model 
HO:  sigma(i)A2 = sigmaA2 for all i 
chi2 (12) 
Prob:>chi2 
1 5 1 9 . 7 6  
0 . 0 0 0 0  
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1 2 .  Autocorrelation Test 
. xtserial eta expat lsme tlta cnpl gdp cpi blr 
Wooldridge test for autocorrelation in panel data 
HO: no first-order autocorrelation 
F (  1 ,  11) 
P r o b >  F  
2 3 9 9 . 5 4 9  
0 . 0 0 0 0  
1 3 .  Regression for NIM model with robust standard errors 





0 . 1 3 7 9  
0 . 2 9 9 8  
0 . 1 8 9 5  
0  (assumed) 
Number of obs 146 
Number of groups 12 
Obs per group: min 10 
avg 1 2 . 2  
max 13 
Wald chi2(8)  135.97 
Prob > chi2 0 . 0 0 0 0  
(Std. Err. adjusted for 12 clusters in code) 
Random-effects GLS regression 
Group variable: code 
I Robust 
nim I Coef. Std. Err. z P > l z l  (95% Conf. Interval] 
- - - - - - - - - - - - - + - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -  
eta - . 0 1 4 7 8 2 5  .0134669 - 1 . 1 0  0 . 2 7 2  -  .  0411772 . 0116121 
expat .0019358 .0007081 2 . 7 3  0 . 0 0 6  . 0005479  .0033237 
lsme - . 1 9 1 3 0 3  .0910396 - 2 . 1 0  0 . 0 3 6  - . 3 6 9 7 3 7 4  - . 0 1 2 8 6 8 5  
tlta - . 0 0 3 1 7 4  .0295541  -0 . 1 1  0 . 9 1 4  - . 0 6 1 0 9 8 9  .0547509  
cnpl . 0 2 2 4 0 9 7  .1142492  0 . 2 0  0 . 8 4 4  - . 2 0 1 5 1 4 6  . 2 4 6 3 3 3 9  
gdp . 0441013 . 0 5 0 3 8 0 9  0 . 8 8  0 . 3 8 1  - . 0 5 4 6 4 3 4  . 1 4 2 8 4 6 1  
cpi . 0219468 .0189944 1 . 1 6  0 . 2 4 8  - . 0 1 5 2 8 1 5  .0591752 
blr - . 4 5 5 8 3 3 1  .3498043 - 1 .  30 0 . 1 9 3  -1 .141437 .2297707 
·cons 7 . 7 7 9 5 1 8  1.298331 5 . 9 9  0 . 0 0 0  5 .234837 10 .3242 
- - - - - - - - - - - - - + - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -  
sigma u I 
sigma-e I 
rho I 
. 3 2 6 4 8 0 0 9  
. 4 9 4 0 2 4 6 5  
. 3 1 2 6 9 9 4 6  (fraction of variance due to u_i) 
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ISLAMIC BANKING 
1 .  Description 
xtsum roa nim ta exp sme pat tl npl 
Variable Mean Std. Dev. Min Max I Observations 
- - - - - - - - - - - - - - - - - + - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - + - - - - - - - - - - - - - - - -  
































2 . 0 4 3 0 6 7  
2 . 0 4 e + 0 7  
2 0 1 2 4 2 . 5  
1484490 
1 5 9 4 4 9 . 5  
l.38e+07 
2 . 2 9 8 1 4 8  
. 4 1 2 2 3 4 5  
.3513431  
1 . 0 6 3 0 3 7  
2 . 9 9 e + 0 7  
2 . 3 3 e + 0 7  
2 . 0 l e + 0 7  
2 5 1 8 6 1 . 1  
2 0 5 0 2 4 . 3  
2 1 1 4 7 4 . 6  
2 . 3 6 e + 0 7  
l . 8 2 e + 0 7  
1 . 6 l e + 0 7  
2 . 8 5 8 0 4 4  
1 . 4 5 6 1 1 5  
2 . 4 8 5 6 6 7  
. 0 4 9 2 8 5 7  
1 . 5 0 2 5  
- 6 . 3 7 2 3 1 8  
838956  
1651518 
- 4 . 5 6 e + 0 7  
840 
2 8 2 4 . 7 1 4  
-1351532  
12666 
3 8 8 4 2 6 . 1  
- 3 . 7 3 e + 0 7  
. 1  
1 . 0 2 8 4 6 2  
- 2 . 3 2 8 2 8  
1 . 6 0 2 1 4 3  
2 . 9 5 7 6 7 2  
4 . 5 7  
2 . 5 8 3 0 7 7  
4 . 5 7 7 6 8 2  
2 . 0 2 e + 0 8  
8 . 8 0 e + 0 7  
1 . 3 5 e + 0 8  
1340351 
6 2 0 9 5 1 . 8  
9 2 0 6 4 1 . 7  
l . 7 1 e + 0 7  
7 5 5 3 8 0 0  
1 . l l e + 0 7  
1737084 
7 4 8 2 2 4 . 8  
1148309  
l . 6 4 e + 0 8  
6 . 8 1 e + 0 7  
l . 0 9 e + 0 8  
2 4 . 9 2  
5 . 5 5 6 4 2 9  

























1 3 . 5  
150 
12 
1 2 . 5  
162 
12 
1 3 . 5  
162 
12 
1 3 . 5  
161 
12 
1 3 . 4 1 6 7  
162 
12 
1 3 . 5  
162 
12 
1 3 . 5  
162 
12 
1 3 . 5  
. 9 2 8 6 4 0 9  - 8 . 2 2 9 4 7 1  
1 .115444  - 6 . 1 8  
1 5 7 1 5 0 . 7  - 3 9 9 1 2 7 . 3  
2562555 0 
2002767 2 3 5 8 4 . 0 8  
1720278 -3650637 
2 8 5 3 7 4 . 9  -1307963 
2 0 2 0 9 9 . 3  2 5 9 0 3 . 6 4  
2 .  Correlation 
cor eta expat lsme tlta cnpl gdp cpi blr 
eta expat lsme tlta cnpl gdp cpi blr 
- - - - - - - - - - - - - + - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -  
eta 1 . 0 0 0 0  
expat - 0 . 0 8 5 7  1 .0000  
lsme 0 . 0 6 8 6  0.  0944 1 . 0 0 0 0  
tlta - 0 . 1 7 5 5  - 0 . 0 0 6 3  0 . 5 7 8 6  1 . 0 0 0 0  
cnpl 0 . 0 1 7 7  0 .0211  - 0 . 0 4 6 2  - 0 .  0834 1 . 0 0 0 0  
gdp 0 . 0 4 7 5  -0.1123  - 0 . 0 0 2 5  0 . 0 7 5 9  0 . 0 3 0 3  1 . 0 0 0 0  
cpi I - 0 . 0 1 2 3  -0.1419 - 0 . 0 1 4 2  0 . 0 0 5 8  - 0 . 1 5 2 1  0 . 3 8 3 3  . 1 . 0 0 0 0  
blr - 0 . 0 5 5 3  - 0 . 0 5 9 3  0 . 2 1 3 7  0 . 2 4 7 0  - 0 . 0 3 8 4  0 .  5694 0 . 5 2 2 0  1 . 0 0 0 0  
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3 .  Regression for ROA model 
. reg roa e t a  expat lsrne t l t a  enpl gdp epi blr 
Source I SS df MS Number of obs 
F ( S ,  136)  





0 . 9 7  
0 . 4 6 1 4  
0 . 0 5 4 0  
- 0 . 0 0 1 6  
1 . 0 1 1 4  
- - - - - - - - - - - - - + - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -  
Model I 7 .  94494839 8 .  993118549 
Residual I 1 3 9 . 1 1 0 2 4 9  136  1 . 0 2 2 8 6 9 4 8  
- - - - - - - - - - - - - + - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -  
Total I 1 4 7 . 0 5 5 1 9 7  144 1 . 0 2 1 2 1 6 6 5  
roa I Coef. Std. Err. t P > l t l  [95% Conf. Interval] 
- - - - - - - - - - - - - + - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -  
eta . 1 8 5 7 2 2  .400038 0 . 4 6  0 . 6 4 3  - . 6 0 5 3 7 7 5  . 9 7 6 8 2 1 4  
expat - . 0 7 6 6 1 2 5  .0507213 - 1 .  51 0 . 1 3 3  - . 1 7 6 9 1 6 9  . 0 2 3 6 9 1 8  
lsme - . 0 9 6 3 0 5 6  .0617964 - 1 . 5 6  0 . 1 2 1  -  .  2185117' . 0 2 5 9 0 0 5  
tlta . 3 6 9 0 2 9 4  . 6 8 3 2 5 8 8  0 . 5 4  0 . 5 9 0  - . 9 8 2 1 5 6 4  1 . 7 2 0 2 1 5  
cnpl . 0014022 .0601704 0 . 0 2  0 . 9 8 1  - . 1 1 7 5 8 8 3  .1203928  
gdp . 0 0 6 3 9 8 2  .0503148  0 . 1 3  0 . 8 9 9  - . 0 9 3 1 0 2 4  . 1 0 5 8 9 8 7  
cpi - . 1 4 2 1 8 7 7  .0845752  - 1 . 6 8  0 . 0 9 5  - . 3 0 9 4 4 0 3  .0250648  
blr .2314339  .3381817 0 . 6 8  0 . 4 9 5  - . 4 3 7 3 4 0 9  .9002087  
cons . 7736585  1 . 9 2 0 0 6  0 . 4 0  0 . 6 8 8  - 3 . 0 2 3 3 7 7  4 . 5 7 0 6 9 3  
4 .  Variance Inflation Factor 
vif 
Variable VIF 1/VIF 
- - - - - - - - - - - - - + - - - - - - - - - - - - - - - - - - - - - -  
blr 1 .  9 8  0 . 5 0 3 8 1 9  
t l t a  1 .  6 9  0 . 5 9 2 2 0 9  
lsrne 1 .  66 0 . 6 0 1 3 1 1  
gdp 1 .  57 0 . 6 3 8 1 1 9  
cpi 1 .  5 0  0 . 6 6 8 8 0 4  
eta 1 . 1 1  0 . 9 0 0 6 3 5  
expat 1 .  0 5  0 . 9 4 9 4 2 1  
cnpl 1 . 0 4  0 . 9 5 8 5 4 7  
- - - - - - - - - - - - - + - - - - - - - - - - - - - - - - - - - - - -  
Mean VIF I  1 .  4 5  
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5 .  Regression for ROA model with robust standard errors 





0 . 0 3 7 3  
0 . 7 4 3 9  
0 . 1 3 4 2  
O  (assumed) 
Number of obs 145 
Number of groups 12 
Obs per group: min 8 
avg 1 2 . 1  
max 13 
Wald chi2(8 )  1 2 5 . 9 5  
Prob > chi2 0 . 0 0 0 0  
(Std. Err. adjusted for 12 clusters in code) 
Random-effects GLS regression 
Group variable: code 
I 
roa I Coef. 
Robust 
Std. Brr. z P > l z l  (95% Conf. Interval] 
- - - - - - - - - - - - - + - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -  
eta . 0 2 2 4 7 3 3  .1761552 0 . 1 3  0 . 8 9 8  - . 3 2 2 7 8 4 5  .3677312  
expat - 5 6 . 0 1 2 7 8  2 3 . 7 1 4 4 5  - 2 . 3 6  0 . 0 1 8  - 1 0 2 . 4 9 2 2  - 9 . 5 3 3 3 1 8  
lsme - . 0 8 6 5 3 7  .0555557 - 1 . 5 6  0 . 1 1 9  - . 1 9 5 4 2 4 2  . 0 2 2 3 5 0 2  
tlta . 6 8 5 9 8 5 8  . 8 5 0 7 4 7 9  0 . 8 1  0 . 4 2 0  - . 9 8 1 4 4 9 4  2 . 3 5 3 4 2 1  
cnpl . 0 1 3 7 7 5 2  .0102469 1 . 3 4  0  . 1 7 9  - . 0 0 6 3 0 8 3  .0338586  
gdp . 0 3 7 2 4 9 2  .0298216 1 . 2 5  0 . 2 1 2  - . 0 2 1 2 0 0 1  . 0 9 5 6 9 8 5  
cpi - . 1 8 7 3 5 8  . 0 9 6 9 4 8 9  - 1 . 9 3  0 . 0 5 3  - . 3 7 7 3 7 4 4  . 0 0 2 6 5 8 4  
blr . 0 7 0 4 3 6  .3426374 0 . 2 1  0 . 8 3 7  - . 6 0 1 1 2 1  . 7 4 1 9 9 3  
- 
cons 1 . 9 4 4 3 3  1 . 7 6 6 9 2 4  1 . 1 0  0 . 2 7 1  - 1 . 5 1 8 7 7 7  5 . 4 0 7 4 3 6  
- - - - - - - - - - - - - + - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -  
sigma_u I O 
sigma_e I .96569037  
rho I O {fraction of variance due to u_i) 
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6 .  Regression for NIM model 
. reg nim eta expat lsme t l t a  cnpl gdp cpi blr 
Source I SS df MS Number of obs 
F ( 8 ,  133) 





1 . 7 6  
0 . 0 9 1 2  
0 . 0 9 5 6  
0 . 0 4 1 2  
1 . 0 6 2 5  
- - - - - - - - - - - - - + - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -  
Model I 1 5 . 8 6 2 8 2 6 7  8  1 . 9 8 2 8 5 3 3 4  
Residual I 150 .. 136579 133 1 . 1 2 8 8 4 6 4 6  
- - - - - - - - - - - - - + - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -  
Total j 1 6 5 . 9 9 9 4 0 6  141 1 . 1 7 7 3 0 0 7 5  
nim I Coef. Std. Err. t P > i t l  [95% Conf. Interval) 
- - - - - - - - - - - - - + - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -  
eta - . 0 7 1 2 8 9 8  .4219449 - 0 . 1 7  0 . 8 6 6  - . 9 0 5 8 8 0 4  . 7 6 3 3 0 0 7  
expat , 0304971 . 0 5 3 3 8 3 2  0 . 5 7  0 . 5 6 9  - . 0 7 5 0 9 2 7  . 1 3 6 0 8 6 9  
lsme - . 0 7 8 4 2 6 8  . 0 6 5 2 7 8 5  - 1 . 2 0  0 . 2 3 2  - . 2 0 7 5 4 5 1  . 0 5 0 6 9 1 5  
tlta 1 .  220.436 . 7 1 8 7 9 0 1  1 .  70 0 . 0 9 2  - . 2 0 1 3 0 2 8  2 . 6 4 2 1 7 5  
cnpl .0059898 . 0 6 3 4 3 7 1  0 . 0 9  0 .  925 - . 1 1 9 4 8 6 3  . 1 3 1 4 6 5 9  
gdp . 0 9 3 5 9 5 5  . 0 5 2 9 8 9 1  1 . 7 7  0 . 0 8 0  - . 0 1 1 2 1 4 9  . 1 9 8 4 0 5 9  
cpi - . 2 1 6 1 5 2 8  . 0 8 9 4 0 0 5  - 2 . 4 2  0 . 0 1 7  - . 3 9 2 9 8 3 5  -  .0393221 
blr - . 2 1 3 7 3 2 7  . 3 5 8 5 1 1  - 0 . 6 0  0 . 5 5 2  - . 9 2 2 8 5 3 5  .4953881 
- 
cons 3 . 8 4 7 6 2 1  2 . 0 3 9 6 3 7  1 .  89 0 . 0 6 1  - . 1 8 6 7 0 2 5  7 . 8 8 1 9 4 4  
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7 .  Regression for NIM model with robust standard errors 
. xtreg nim eta expat lsme tlta cnpl gdp cpi blr, fe robust 
Fixed-effects (within) regression 
Group variable: code 
Number of obs 






corr (u_i, Xb) 
0 . 1 3 5 9  
0 . 1 0 6 6  
0 . 1 1 2 8  
- 0 . 3 3 8 8  
Obs per group: min 
avg 
max 
F ( B , 1 1 )  
P r o b >  F  
8  
1 1 . 8  
13 
4 2 . 1 3  
0 . 0 0 0 0  
(Std. Err. adjusted for 12 clusters in code) 
I 
nim I Coef. 
Robust 
Std. Err. t P > l t l  [95% Conf. Interval] 
.- 
- - - - - - - - - - - - - + - - - - - - - - - - -  . - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - . -  
eta . 0 7 0 7 3 6 1  . 1 9 1 4 0 3 6  0 . 3 7  0 . 7 1 9  - . 3 5 0 5 4 0 4  .4920125 
expat 6 8 . 2 5 8 4 6  4 2 . 8 6 1 3 5  1 . 5 9  0  . 1 4 0  - 2 6 . 0 7 8 7 2  1 6 2 . 5 9 5 6  
lsme - . 0 8 0 0 8 2 2  .0583562 - 1 . 3 7  0 . 1 9 7  - . 2 0 8 5 2 3 2  . 0 4 8 3 5 8 9  
tlta - . 2 6 2 8 4 8 6  1.142917 - 0 . 2 3  0 . 8 2 2  - 2 . 7 7 8 3 9 2  2 . 2 5 2 6 9 5  
cnpl - . 0 0 1 7 0 7  .0161059 - 0 . 1 1  0 . 9 1 7  - . 0 3 7 1 5 5 9  .0337418  
gdp .0573505 . 0 3 1 1 9 4 6  1 . 8 4  0 . 0 9 3  - . 0 1 1 3 0 8 4  .1260094 
cpi - . 1 6 3 9 3 8 4  .1378207 - 1 . 1 9  0 . 2 5 9  - . 4 6 7 2 7 9 8  . 1 3 9 4 0 3 1  
blr .1134903 .4175489 0 . 2 7  0 . 7 9 1  - . 8 0 5 5 2 8 7  1 . 0 3 2 5 0 9  
cons 1 . 9 9 6 3 3 3  2 . 1 0 7 5 4 7  0 . 9 5  0 . 3 6 4  - 2 . 6 4 2 3 4 6  6 . 6 3 5 0 1 3  
- - - - - - - - - - - - - + - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -  
sigma_u I .38812305 
sigma e I 1 . 0 2 9 7 5 1 1  
rho I . 1 2 4 3 8 9 9 1  (fraction of variance due to u_i) 
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